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CITY OF

ASHLAND

October 25, 2010

Re: City of Ashland Comprehensive Annual Financial Report

To the Citizens of the City of Ashland:

The Comprehensive Annual Financial Report of the City of Ashland, for the fiscal year ended
June 30, 2010, is hereby submitted as mandated by state statutes. These statutes require that
the City of Ashland issue an annual report on its financial position and activity and that this
report be audited by an independent firm of certified public accountants licensed by the State
of Oregon to conduct municipal audits. This report must be published within six months of the
close of each fiscal year and responsibility for the accuracy of the data and the completeness
and fairness of the presentation, including all disclosures, rests with management. To the best
of our knowledge and belief, the enclosed data is accurate in all material aspects and is
reported in a manner designed to fairly present the financial position and the results of
operations of the various funds and, component unit of the City of Ashland. All

disclosures necessary to enable the reader to gain an understanding of the City of Ashland’s
activities have been included.

The independent auditor concluded, based upon their audit, that there was a reasonable basis
for rendering an unqualified opinion and that the City’s financial statements for the year ended
June 30, 2010 are presented in conformity with Generally Accepted Accounting Principals
(GAAP). The independent auditor’s report is presented as the first component of the financial
section of this report. It is followed by a Management Discussion and Analysis report on pages
5 through 18. The reader is encouraged to review these pages for a better understanding of
the City, its financial condition and activities for the year.

The financial reporting entity includes all the funds of the City of Ashland, as well as all of its
component units. Component units are legally separate entities for which the primary
government is financially accountable. The City provides a full range of services which include
police protection, fire protection, building inspection, planning services, economic
development, social services, senior program, ambulance, electric, cable television and inter-
net access, water, streets, storm drain, wastewater, airport, cemetery, band, parks and
recreation activities.
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The Parks and Recreation Commission activities are reported as a discretely presented
component unit. The discretely presented component unit is reported in a separate column in
the government-wide financial statements. This emphasizes that it is operated autonomously
and accounted for separately from the primary government. It also differentiates its financial
position, results of operations and cash flows from those of the primary government.

GOVERNMENTAL STRUCTURE, ECONOMIC CONDITIONS AND OUTLOOK

The City, incorporated in 1874, is located in the southwest part of the state. The City currently
has a land area of 6.52 square miles and a population of 21,505. The government has all
powers necessary or convenient for the conduct of its municipal affairs, including the power to
levy a property tax on both real and personal property located within its boundaries. The City
also has the power by state statute to extend its corporate limits by annexation, which is done
periodically when deemed appropriate by the governing council.

The City operates under the council-administrator form of government. Policymaking and
legislative authority are vested in the City Council. The governing council is responsible for,
among other things, passing ordinances, adopting the budget, appointing committees and
hiring the City Administrator and the City Attorney. The City Council consists of a mayor and
six-member council. The Mayor, who presides at the council meetings, is elected at-large for a
four-year term. Six council members are elected at-large for four-year staggered terms with
three council members elected every two years. Other elected officials are the City
Recorder/Treasurer, Municipal Judge, and the five-member Parks and Recreation
Commission.

The City Administrator has responsibility for all functions with the exception of the Parks
Commission. The City Administrator recommends the appointment or dismissal of department
heads (Fire Chief, Police Chief, Public Works Director, Community Development Director,
Administrative Services/Finance Director, Electric Director and Information Technology
Director). The Mayor, with confirmation of the City Council, appoints the City Administrator, the
City Attorney, the departments heads, and the Band Board. The City Administrator is
responsible for carrying out the policies and ordinances of the City Council, and overseeing the
day-to-day operations of the City.

In addition to the help they receive from their appointed staff and employees, 21 standing
advisory boards and commissions, and additional ad hoc committees assist the City Council.
Over 135 Ashland citizens serve on these boards and commissions and make a valuable
contribution to the City of Ashland.
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The City of Ashland’s economic base depends primarily on higher education and tourism. In
addition, the U.S. Fish and Wildlife National Forensics Laboratory is located in Ashland. It is
the only crime lab in the world dedicated entirely to wildlife and serves both the national and
international communities. Ashland’s downtown business district has a high occupancy rate
with a variety of shops, restaurants, commercial businesses, and financial institutions. The
state has a major economic presence in the area in Southern Oregon University (SOU), which
is located on a 175 acre campus within the city limits approximately one mile from the city
center.

According to the State of Oregon Employment Department, Ashland has an employed work
force of approximately 9,000. When governments and non-profits beyond the scope of
licensing are included, the total work force is an estimated 10,329. A return of some parts of
the economy is appearing with early reports on better ticket sales, local tax revenues and
school enroliments. Examples are the Transient Occupancy Tax and Food and Beverage Tax
revenue (for all business activities as presented in tables in the Statistical section). Transient
Occupancy Tax revenue increased 14.7% and Food & Beverage tax revenue increased 5.9%.
It is not uncommon to have local taxes, especially those relating to tourism, to “lead” the tax
revenues from other tax revenues relating to construction.

In 2009-2010 the City issued $15.6 million dollars in building permits, with 96% coming from
residential permits. The commercial construction permit values for 2009-2010 remained at a
10 year low of only 4 units with a total stated value of $611,406 representing the other 4%. To-
tal assessed property value increased 3.3% during the year.

The estimated consumer economy is $228 million according to the 1997 US Economic
Census, an increase of 13% over the $202 million estimated in 1992. Using city tax collection
information, visitor accommodations (over $16 million) and food service (over $15 million)
accounted for 23% of the economy. The success of these aspects can be greatly attributed to
tourism generated by cultural attractions, the largest of which is the Oregon Shakespeare
Festival Association (OSFA), a nationally renowned theater company presenting eleven plays
over a season from February through October to an estimated attendance over 350,000.
OSFA employs 5% of the total work force in the City limits, and has an estimated impact on the
local economy of over $100 million based on the 2.9 multiplier provided by the 1997 economic
census.

INITIATIVES

The City Council identified several major goals in 2008 to meet the needs of citizens and com-
munity and worked toward a broader base of input from the Community in 2009. It established
goals within six primary areas during FY 2010. The goals reflect the City’s commitment of en-
suring that its citizens are able to live and work in an enviable environment.

city of ashland page iii



2010 CAFR Introductory section

In February 2010 the City Council set the following goals for the next 12 to 24 months:

2010-2011 CITY COUNCIL GOALS
OVERVIEW

The City Council has set goals for the next 12 to 24 months to continue Ashland’s history as a
community that focuses on sustaining itself and its people. To us, sustainability means using,
developing and protecting resources at a rate and in a manner that enables people to meet
their current needs and also provides that future generations can meet their own needs. The
City of Ashland has a responsibility towards sustainability in six primary areas:

e Economy

e Environment

e Social Equity

e Municipal Organization

« Public Facilities

o Partnerships

ECONOMY

Develop and implement a comprehensive economic development strategy for the purpose of:

« Diversifying the economic base of the community

e Supporting creation and growth of businesses that use and provide local and regional prod-
ucts

e Increasing the number of family-wage jobs in the community

e Leveraging the strengths of Ashland’s tourism and repeat visitors

Develop an implementing strategy for funding infrastructure and public facilities for economic
development projects.

Increase the clarity, responsiveness, and certainty of the development process.

ENVIRONMENT

Develop an integrated land use and transportation plan to increase the viability of transit, bicy-
cles, walking and other alternative modes of transportation; reduce per capita automobile vehi-
cle miles traveled; provide safe walking and bicycling routes to home, work, shopping and
schools; implement environmentally responsible design standards, and minimize new automo-
bile-related infrastructure.

Adopt an integrated Water Master Plan that addresses long-term water supply including cli-
mate change issues, security and redundancy, watershed health, conservation and reuse, and
stream health.

Implement specific capital projects and operational programs to ensure that City facilities and
operations are a model of efficient use of water, energy, land, and other key resources.
Adopt land use codes, building codes, green building standards, and fee structures that cre-
ates strong incentives for new development that is energy, water, and land efficient and sup-
ports a multi-modal transportation system.
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Develop a strategy to use conservation and local renewable sources to meet Tier 2 power de-
mands.

Plan for low-water years including potentially 2010 by:

e Implementing a public information and technical assistance campaign that encourages
summer time conservation.

o Consider the options for a summer time surcharge to encourage efficient irrigation practices
prior to June 1, 2010.

SOCIAL EQUITY
Complete the sale of a portion of the Clay Street Property to Parks and Recreation and decide
whether to develop or sell the remaining land.

Convene a discussion of stakeholders working on issues related to homelessness to develop a
plan for:

e Replacing services previously provided by ICCA.

o Developing an emergency shelter for minors.

e Improving connections to services available in Jackson County to Ashland's homeless.

e Ensuring Jackson County's 10 Year Plan addresses the specific issues faced in Ashland.

ORGANIZATION

Develop plan for fiscal stability, manage costs, prioritize services, and insure key revenue
streams for the City and Parks & Recreation.

Address issues the stability of the organization including employee recruitment and retention;
succession planning; and effective and increased use of citizen volunteers.

PUBLIC FACILITIES

Develop a plan to replace Fire Station #2.

Define a long term strategy for the Ashland Fiber Network that improves its financial viability,
provides high quality services to residents, and promotes healthy economic development.

PARTNERSHIPS

Foster strong collaboration of the local community, City, State and Federal leaders in efforts to
improve the health of the Ashland watershed through reducing fire hazards and restoring forest
health.

Advocate for the long-term viability of rail service to and through Ashland and encourage the
use of rail through land use, transportation, and economic development planning.
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INITIATIVES, continued
In the current fiscal year the City has:

1. Evaluated and updated capital projects on a needs and funding available basis as part of
the annual budget process.

2. Implemented rates where needed for fiscal stability.

3. Began studies to evaluate ongoing operational needs, project funding and utility rate im-
pacts.

4. Established new target fund balance minimums to enhance fiscal condition and created a
reserve fund to begin building a reserve for future needs.

5. The City is preparing for anticipated PERS increases and is taking steps to evaluate alter-
natives to existing health care package costs.

6. The City completed and adopted a personnel classification study for most general service
(non public safety) positions.

7. Management addressed disconnects in the General Fund to balance requirements with re-
sources and to end the year with an increased ending fund balance, exceeding target.

8. School enroliments are growing at the university level and grade school level, with in-
creased “returning students indicating growing enrollments in the future.

9. The City granted over $120,000 for safety net services and $570,000 to encourage Eco-
nomic and Cultural activities.

FINANCIAL INFORMATION

Management is responsible for establishing and maintaining an internal control structure de-
signed to ensure that assets of the City are protected from loss or theft and to ensure that ade-
guate accounting data is compiled to allow for the preparation of financial statements in confor-
mity with generally accepted accounting principles. The internal control structure is designed
to provide reasonable assurances that: (1) the cost of a control should not exceed the benefits
likely to be derived: (2) management must use its best judgment to value the costs and bene-
fits as it relates to cost of internal control.

The City’s system of internal accounting controls is designed to provide reasonable, but not ab-
solute, assurance regarding the safeguarding of assets against loss from unauthorized use or
disposition.

As a frequent recipient of federal, state and local financial assistance, the City must also have
an adequate internal control structure in place to ensure and document compliance with appli-
cable laws and regulations related to these programs. This internal control structure is subject
to periodic evaluation by management and staff.

Tests were made of the government’s internal control structure and of its compliance with ap-
plicable laws and regulations, including those related to federal financial assistance programs.
Although this testing was not sufficient to support an opinion on the City’s internal control sys-
tem or its compliance with laws and regulation related to non-major federal financial assistance
programs, the audit for the year ended June 30, 2010, disclosed no material internal control
weaknesses or material violations of laws and regulations.
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In addition, the City maintains budgetary controls. The objective of these budgetary controls is
to ensure compliance with legal provisions embodied in the annual appropriations budget
resolution approved by the City Council. All funds are included in the annual appropriated
budget. The annual 2009-2010 budget was prepared on a fund basis with department,
program and line item detail.

Accounting principles generally accepted in the United States of America require that manage-
ment provide a discussion and analysis to accompany the financial statements. This letter of
transmittal compliments management’s discussion and analysis, and should be read in con-
junction with it. The City’s management’s discussion and analysis can be found immediately
following the report of the independent auditors.

Significant Impacts. The City’s investment policy objectives are to preserve capital, maintain
liquidity and diversification, and to attain a market rate of return throughout budgetary and
economic cycles. Investments are valued at fair value as required by GASBS 31. Changes in
the economy and investment market are prompting a review of the City’s policy. As of June
30, 2010 the fair market value of the investment in the Local Government Investment Pool was
99.56% of the pool shares as reported in Oregon Short Term Fund audited financial
statements. This resulted in recognizing a loss of $45,765 due to a reduced value of the
shares owned by the City at that time.

The City provides life and health coverage to its employees and their dependants. The City
pays 95% for employees with management and all five bargaining units paying 5% of their pre-
mium. Other optional supplemental insurances are available to employees and are paid en-
tirely by the individuals electing to carry them. The rising cost of employee benefits, especially
health care and retirement, has prompted the City to contract with a consultant to review its
compensation and classification system. The study included input from many of the repre-
sented and management employees for comparison to competitive employers in Oregon and
northern California. The results of the review will provide meaningful information to manage
costs in the coming years.

An actuarial review of other post employment benefit programs was performed during the year
and the results from the study are incorporated within this report on pages 59 through 62 in the
Notes to Basic Financial Statements section.

OTHER INFORMATION

Tax Limitation. Article IX of the Oregon Constitution contains various limitations of property
taxes levied by local jurisdictions. The Constitution calls for taxes imposed upon property to be
segregated into two categories: one to fund the public school system and community college
and the other for local governments. The citizens of the State of Oregon approved a property
tax limitation in November 1991 referred to as Measure 5. This constitutional amendment
divides property taxes into an education category and an all other local government category.
The education category property taxes were limited to $15.00 per thousand of real market
value (RMV) initially, and have been lowered to $5.00 per thousand. The local government
category is limited to $10.00 per thousand. The 2009-2010 local government tax rate in the
City of Ashland was $4.59, well within the limitation. Voter approved general obligation debt is
not subject to the $10.00 limitation.
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In November 1996 the citizens of the State of Oregon approved a property tax limitation
referred to as Measure 47. Prior to enactment, this measure was repealed and replaced at a
special election May 20, 1997, by Measure 50. Measure 50, after the 1996-1997 fiscal year,
changed the property tax limitation on levies, rates assessment and equalization. Measure 50
includes a reduction of property tax to previous levels and a limit on the growth in assessed
valuation, which will result in a limit on a tax increase in subsequent years. Specifically,
Measure 50 rolled back the assessed value of each unit of property for the tax year 1997-98 to
its 1995-96 “real market value” less ten percent. The Measure limited increases in assessed
value in future years to 3% per year. The Measure also establishes a new permanent tax rate
for each taxing district. Ashland’s permanent rate for the operating levies is set at $4.2865,
although the City chose to levy only $4.1973 of this amount in 2009-2010. The Measure also
provides for voter approved Local Options for levies outside the limits. In May 1997, Ashland
voters approved the three-year Ashland Youth Activities Levy as a Local Option Levy at a rate
of $0.97. The levy was renewed in May 2000 and again in May 2003 at a maximum rate of
$1.38. The 2003 renewal ended in fiscal year 2008. The City of Ashland is still receiving delin-
guent payments from Ashland Youth Activity Levy from the County.

A local option levy of $0.20 was approved by the voters to provide extended library services in
Ashland beginning in FY 2007-2008. It was renewed in FY 2008-2009 at $0.13 and in FY
2009-2010 at $0.19 per $1,000 of valuation.

Recent Court Cases. Two recent court cases have brought into focus the potential impact
legislative or judicial changes may have on the City. An Oregon Court of Appeals decision in
the case of Clarke v. Oregon Health Sciences University has raised questions about the tort
cap limits that are part of the Oregon Tort Claims Act and liability coverage in Oregon. This
case may change the protection that Oregon public entities have relied on in ORS 30.270 and
may allow public entity staff members to be sued individually. Also, an Oregon Supreme Court
opinion in the Urhausen v. City of Eugene regarding the constitutionality of special tax levies
allowed under ORS 310.155(3) may have an impact on the similar Youth Activity Levy
approved by Ashland citizens in 2003. As a result the School District moved to a separate
local option levy and the Youth Activity Levy sunset on June 30, 2008, without renewal.

Awards. The Government Finance Officers Association (GFOA) of the United States and
Canada awarded a Certificate of Achievement for Excellence in Financial Reporting to the City
for its Comprehensive Annual Financial Report for fiscal year ended June 30, 2009. This was
the seventeenth year the City had submitted its report for review. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently
organized comprehensive annual financial report. This report satisfied both generally accepted
accounting principles and applicable legal requirements. This award is valid for a period of one
year only. We believe that our current Comprehensive Annual Financial Report continues to
meet the Certificate of Achievement Program’s requirements and we intend to submit it to the
GFOA to determine its eligibility for another certificate.
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In addition, the City of Ashland received the GFOA’s Award for Distinguished Budget
Presentation for its annual 2009-2010 budget. In order to qualify for the Distinguished Budget
Presentation Award, the City’s budget document was judged to be proficient in several
categories including policy documentation, as an operational guide, as a financial plan and as
a communication device.

Acknowledgments. The timely preparation of the Comprehensive Annual Financial Report
was made possible by the dedicated service of the entire staff of the City of Ashland
Administrative Services/Finance Department, all other departments and the Ashland Parks and
Recreation Commission staff. Each member has our sincere appreciation for the contribution
made with special thanks to the Accounting Division and Finance Administration staff for their
dedicated efforts in maintaining the accounting systems, audit preparation and report writing.

Sincerely,
/ -
& "%/JF' /ﬁéf;'wﬂn.‘_
7 g
Martha Bennett Lee Tuneberg
City Administrator Administrative Services and Finance Director
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Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

City of Ashland
Oregon

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2009

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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Gty -
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50 Pine Street
Ashland, OR 97520

Scott Johnson
8444 Yank Gulch Rd.
Talent, OR 97540

John Karns
440 Wiley Street
Ashland, OR 97520

Rob Lloyd
402 N Laurel St
Ashland, OR 97520

William Molnar
155 Hillcrest Street
Ashland, OR 97520

Darlow “Lee” Tuneberg

327 Starflower Lane
Ashland, OR 97520

CITY OF ASHLAND
APPOINTED CITY OFFICIALS
June 30, 2010

Position

City Administrator

City Attorney

Public Works Director

Police Chief

Interim Electric Director

Fire Chief

Information Technology Director

Community Development Director

Administrative Services/
Finance Director /
Budget Officer
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City of Ashland

252.20 FTE
Adopted

Citizens of
Ashland
Population - 21,505

City Recorder
Elected - 4 Year Term
(2.0 FTE)

Municipal Judge
Elected - 4 Year Term
(Included in Finance)

[

( Parks Commission \
Elected Board
Members (5

_ S,

l

]

-

Mayor (1)
City Council (6)
Elected - 4 Year Terms

\

J

|

[

|

]

( Parks Department \

Appointed Director
(43.65 FTE)

\_

Boards & Commissions
Standing Commissions (17)
Ad Hoc (4)

& Citizen Committees

( City Administrator \
Appointed
(Included in Administration)

City Attorney
Appointed

(Included in Administration)

(" Administration ) nformation Technology\
(12.65 FTE) - Appointed Director
16.00 FTE,

\ J e
fAdministrative Services Police \
Appointed Director BE Appointed Director
17.25 FTE 34.80 FTE,

\ ( ) ) ( ) )
(" Fire & Rescue Public Works \
Appointed Director BE Appointed Director
33.90 FTE 56.70 FTE,

\ ( ) ) ( ) )
(Community Developmen? Electric )
Appointed Director — Appointed Director
12.50 FTE 20.75 FTE,

\_ ( ) ) ( ) )
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October 25, 2010

The City Council and
The Ashland Parks and Recreation Commission
City of Ashland, Oregon

The Audit Committee was established by the City Council to perform certain tasks relating to the annual audit.
The Ashland Parks and Recreation Commission, a component unit of the City of Ashland, has delegated similar

responsibilities to the Audit Committee for their annual audit process.

In fulfilling its responsibilities, the Committee, on a regular basis, participates in selecting the City’s auditor. The
Committee interviews qualified, independent certified public accountants and discusses the overall scope and
specific plans for the audit. The Committee recommends which municipally certified individual or firm is to be

engaged by the City Council as the City’s auditor.

At the conclusion of the annual audit, the Committee meets with the City’s auditor to discuss the results of their
audit and their evaluation of the City and Parks financial reporting. The Committee also discusses with the City’s
auditor the financial accounting and reporting processes, including the preparation of the financial statements for
the City and Parks Commission, the safeguarding of the assets and other resources against unauthorized

acquisition, use or disposition and other required accounting issues.

After receiving the annual reports and related documentation from the auditor and staff, evaluating the
information and considering the potential for changes, the Committee makes recommendations to both elected
bodies on acceptance of the respective annual report and changes deemed appropriate through the process.

Based upon the above, we accept the 2009-2010 Comprehensive Annual Financial Report (CAFR) and the related
audit reports of the independent certified public accountants for the City of Ashland and the Ashland Parks and
Recreation Commission and recommend the respective CAFR and auditor’s reports be accepted by the Council

and the Commission.
Respectfully submitted,

The Audit Committee

"/

ennis Slattery, Membe
Representing Budget Committee
i)

slrtoo (o)

PACE

_f
X/ L

7 4, Lo

Roberta Stebbins, Member at Large

S

Barbara Christensen, City Recorder/
Treasuré}\ Ex-Qfﬁcio Member

)

Grqucn}ho e, Council Liaison

{

\ -

Administrative Services Department Tel: 541-488-5300
D.L. Tuneberg, Director Fax: 541-552-2059
20 East Main Street TTY: 800-735-2900

Ashland, Oregon 97520
www.ashland.or.us
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